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The Grizzly A-2 well drilling during 
1973, was tested as this report went 
to press, confirming management’s 
belief that the Grizzly Valley structure 
is a significant discovery. 


Annual Meeting 


Of Shareholders 

The annual Meeting of Shareholders 
of Quasar Petroleum Ltd. will be held 
at 4:00 p.m., June 21, 1974, at the 
Calgary Inn, Calgary, Alberta, Can- 
ada. You are cordially invited to at- 
tend. Shareholders unable to attend 
are encouraged to vote by proxy. 


Toronto Stock 

Exchange Listing 

The shares of Quasar Petroleum Ltd., 
are listed for trading by the Toronto 
Stock Exchange. Shares are traded 
under the symbol “‘QRP”. 


Vancouver Stock 

Exchange Listing 

The shares of Quasar Petroleum Ltd., 
are listed for trading by the Vancou- 
ver Stock Exchange. Shares are 
traded under the symbol “QRPV”. 


An Overview 


Quasar Petroleum Ltd. is an asset 
growth company that explores for, 
develops, and produces reserves of 
oil and natural gas in Canada. 


Organized in 1969, the company has 
conducted its activities in the West- 
ern Canadian Sedimentary Basin, an 
area encompassing approximately 
1,500,000 square miles. Bordered on 
the east by the Pre-Cambrian Shield 
and on the west by the foothills of the 
Canadian Rockies, this area extends 
from the Beaufort Sea in the Canad- 
ian Arctic to the United States border. 


Exploration, development and _ pro- 
duction efforts of Quasar Petroleum 
Ltd. are more concentrated in the 
provinces of Alberta and portions of 
North Eastern British Columbia. Its 
head offices are located in Calgary, 
Alberta. 


The company operates under the ba- 
sic premise that the search for hydro- 
carbon fuels in Canada should be 
conducted in areas where the risk-to- 
gain ratios are highest. 


Exploring for large-scale oil and gas 
reserves in remote areas and in deep 
geological strata is extremely expen- 
Sive. 


The large amounts of investment 
capital required to fulfill the com- 
pany’s basic operating premise are 
supplied by public subscription in 
limited partnerships offered by Ca- 
nadian-American Resources Fund, 
Inc., a wholly-owned subsidiary of 
American Quasar Petroleum Co. 
Quasar Petroleum Ltd. is an 80.7 
percent owned subsidiary of Ameri- 
can Quasar Petroleum Co., head- 
quartered in Fort Worth, Texas. 


Quasar Petroleum Ltd. conducts 
drilling programs as joint venture 
partner with the limited partnerships 
formed by Canadian-American Re- 
sources Fund, Inc. 


Ending 1973, our estimated net 
proven reserves amount to 851,500 
barrels of oil and 80.8 billion cubic 


feet of natural gas. The company’s 
reserves are valued in estimated fu- 
ture net revenues at $36,620,000, 
according to a recent evaluation 
conducted by independent petroleum 
consultants. 


Quasar’s exploratory success ratio 
from 1970 through 1973 amounted 
to 26.5 percent, compared to an in- 
dustry average for Western Canada 
of approximately 17.2 percent. Our 
cost in finding oil and gas remains 
among the lowest in the industry, 
amounting to approximately 40 cents 
per barrel of oil and gas equivalent — 
based on a conversion factor of ten 
thousand cubic feet of gas equal to 
one barrel of oil. 


(Below) Quasar’s Oetco No. 1 drilling in 
Northeast British Columbia. 


Report 
To Shareholders 


Late 1973 brought into focus the 
need for increased supplies of hydro- 
carbon energy sources developed in 
the Western World. Your company 
has entered 1974 ina strong position, 
prepared to meet the demands of the 
future and to bring new sources of oil 
and gas into production for consum- 
ers in a waiting market. 


Discoveries of natural gas in Canada 
have increased your company’s esti- 
mated net proved reserves from 56.7 
billion cubic feet in 1972 to 80.8 
billion cubic feet in 1973. 


Quasar Petroleum Ltd. has increased 
its estimated proved net reserves of 
oil from 780,000 barrels in 1972 to 
851,500 barrels in 1973. 


Future net revenues based on esti- 
mated proved reserves of natural gas 
and oi! now are estimated at 


$36,620,000. 


Production of oil from Quasar wells 
during 1973 has risen to 117,300 
barrels compared to 99,200 barrels 
for 1972, an increase of 18 percent. 


The energy shortages in North 
America have fostered activity in 
government. While speculations and 
proposals of policy changes are being 
debated at federal and provincial 
levels, one fact remains constant: 
the increasing consumer need for 
hydrocarbon fuels continues. 


A recent price redetermination deci- 
sion by The Alberta Energy Resources 
Conservation Board acting as arbi- 
trator, indicates the wellhead price 
of natural gas in Alberta will increase 
towards its fair commodity value. 
The decision is expected to set a new 
higher floor price for gas in Alberta 
and throughout the western Canadian 
producing provinces. 


Alberta and Southern was also in- 
volved in redetermination of gas 
prices for Alberta gas production 
when it renegotiated the majority of 
its contracts at a rate of about 56.8 


cents per thousand cubic feet to be 
effective July 1, 1974. 


During 1973 several major changes 
have taken place in the Province of 
British Columbia, especially with 
regard to the marketing of natural 
gas. 


British Columbia is experiencing a 
short-fall of natural gas for domestic 
supplies. This short-fall is expected 
to increase unless new reserves are 
brought to market. 


The British Columbia provincial gov- 
ernment has created a new Crown 
Corporation known as The British 
Columbia Petroleum Corporation, 
such corporation has the authority to 
purchase and market natural gas pro- 
duced within the Province. 


BCPC has set the wholesale price of 
gas at 58 cents per thousand cubic 
feet for domestic markets and 61 
cents per thousand cubic feet for the 
export market. 


(Below) Testing of Quasar’s Grizzly A-2 
well. The flare shot more than 220 feet 
into the air. This well is the deepest in 
British Columbia. 


In 1972, Quasar Petroleum Ltd. en- 
tered into a contractual arrangement 
with Alberta and Southern Gas Co. 
Ltd. for the sale of our Grizzly Valley 
reserves. It now appears the British 
Columbia Petroleum Corporation and 
Alberta and Southern will be making 
an arrangement for the marketing of 
our Grizzly Valley natural gas. 


We anticipate that any arrangement 
between BCPC and A&S will eventu- 
ally work to our benefit. 


Our exploration activities in the 
Grizzly Valley area continue. The 
prospects for new discoveries of 
large reserves and full development 
of the already discovered natural gas 
reservoirs are encouraging. 


At present our discoveries of natural 
gas in Canada are, for the most part, 
shut-in at the wellhead, because well 
locations are some distance from 
existing pipelines. The reserves await 
construction of pipelines which will 
bring the production of our wells to 
market. 


In early 1973 the Company entered 
into contractual negotiations with 
Pan-Alberta Gas, Ltd. for the gas from 
nine shut-in wells in Alberta. Because 
of Pan-Alberta’s inability to get timely 
export approval for its products, we 
have allowed our contracts with them 
to expire. Our gas supply and price 
situation in Canada has improved 
substantially in the past year. We 
have already contracted some of this 
gas at more favourable prices and 
are engaged in negotiations for the 
sale of the remainder. 


As we go to press with this report, our 
new gas plant at South Sylvan Lake, 
Alberta, is being completed. The pro- 
duction of the shut-in wells in the 
Sylvan Lake field will then be brought 
on stream. Initially 880,000 net cubic 
feet of natural gas per day will be 
produced from our wells, and the rate 
to double later this year. 


Your company owns approximately 
25 percent of the South Sylvan Lake 
gas plant currently under construc- 
tion. 


The thrust of our activities in Canada 
continues to be exploration. 


Bobby F. Abernathy 


C. O. Ted Collins, Jr. 
res ices aaa es 


Provided that governmental tax 
structures are fixed at levels that 
encourage high risk exploration, we 
will continue with our planned joint 
venture budget. The 1974 budget 
is estimated at 10-13 million dol- 
lars and will result in the same level 
of activity as in 1973. The greater 
part of this sum will be used to 
continue exploration activities in the 
high risk-to-gain areas which have 
yielded good returns on investment 
for your company. 


In summary, 1973 was a year of con- 
tinued growth for your company — a 
year in which the foundation for fu- 
ture earnings was broadened. 


We would like to thank our share- 
holders for their loyalty, and credit 
our employees for their outstanding 
performance, dedication and sup- 
port. With these elements as a basis, 
we are confident of continued suc- 
cess. 


For the Board of Directors, 


UU EG, ECS 


C. O. Ted Collins, Jr. 
President 


William M. Bogert J. Kenneth Grove 


Operations 


Quasar Petroleum Ltd. continues to 
guide its operations by the founding 
premise of the company: to search 
for large accumulations of oil and gas 
in remote areas, often in deep Strata, 
where exploration costs are high, but 
where potential returns on invested 
capital are greatest. The company be- 
lieves that the discovery of large re- 
serves more than justifies the ex- 
pense of finding them and bringing 
them into production. 


Quasar concentrates its efforts in the 
Western Canadian Sedimentary Ba- 
sin. Exploration activities are em- 
phasized and growth is achieved by 
building reserves and future income 
potential which will be reinvested in 
further exploration and development. 


The plains of Alberta and the Rocky 
Mountain Foothills of Alberta and 
British Columbia are the two areas 
in which Quasar has taken a major 
position, has invested large sums of 


money for exploration, and has 
achieved reasonable success. 


Exploration 

The development of geological and 
seismic surveys must be accom- 
plished to establish likely sites for ex- 
ploration. A thorough knowledge of 
underlying strata must precede drill- 
ing. 

Wilderness areas, many only mapped 
from the air, must be prepared for the 
extended habitation of drilling crews. 
Camps and storage facilities must be 
constructed. Drilling into deep strata 
takes time. These combined factors 
require a large investment in each 
exploratory test. 
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Grizzly Valley 


British Columbia 

In the Grizzly Valley Area, Quasar 
Petroleum Ltd. owns or has the right 
to earn, varying interests in approxi- 
mately 400,232 gross acres of land 
covering an aerial distance in excess 
of 100 miles. 


In 1971, the company drilled a dis- 
covery well (Grizzly A-1) in the Grizzly 
Valley area, some 70 miles south of 
Dawson Creek, British Columbia. 


The Grizzly A-1 well penetrated three 
formations which gave indications of 
commercially productive natural gas 
— the Nikanassin, the Baldonnel and 
the Halfway formations. At a depth of 
12,861 feet, in the Halfway the well 
blew out with flow rates estimated as 
high as 100 million cubic feet of 


(Opposite Page, Left) Western Canadian 


Sedimentary Basin showing Quasar’s areas 
of activity. 


(Below) Quasar’s well activity in Grizzly 
Valley. 


natural gas per day. The blowout was 
brought under control, but drilling 
was suspended on the well before it 
reached its target depth of 17,000 
feet in the Mississippian. 


After intensive geological and geo- 
physical study, management believes 
the discovery has the potential to be 
a significant gas field. 


Quasar management’s evaluation of 
Grizzly Valley’s potential was partial- 
ly confirmed when a well, designated 


-B-1, was successfully completed in 


the Nikanassin at approximately 


9,000 feet. During drilling the well 
flowed at rates in excess of 7 million 
cubic feet per day from the Commo- 
tion Sands, and at rates up to 26 


million cubic feet of sweet gas per 
day from the Nikanassin. The well is 
now shut-in, its production awaiting 
a pipeline to transport its reserves to 
market. The company has an approxi- 
mate 30 percent working interest in 
this well. 


The Grizzly A-2 became the first suc- 
cessful completion from the Halfway 
zone, further substantiating manage- 
ment’s belief in the potential of the 
discovery in the Grizzly Valley area. 
The two previous wells, which pene- 
trated the productive zone, blew out 
and completion efforts were aban- 
doned. The A-2 well flowed at rates of 
40.8 million cubic feet of gas per day 
through a one-inch choke at 2277 
pounds per square inch of flowing 
pressure. Prior to plugging back in 
the Halfway formation, the well tested 
non-commercial gas from the Missis- 
sippian formation. The well reached a 
total depth of 17,250 feet and is the 
deepest in British Columbia. 


Well Status 

During 1973 Grizzly C-1A was drilled 
to the Fernie member, just below the 
Nikanassin. Although gas was en- 
countered in the Nikanassin, it was 
not present in commercial quantities, 
and the well was plugged and aban- 
doned. 


A well designated Flatbed was also 
completed during 1973 in this same 
area. All expected horizons were en- 
countered at greater depths than an- 
ticipated, and the well yielded no in- 


dications of hydrocarbons. It was 
plugged and abandoned. By drilling 
this well Quasar earned an undivided 
20 percent working interest in 52,913 
permit acres. 


Wolverine c-32-K was also plugged 
and abandoned due to severe strati- 
graphic and structural complications 
in the Cretaceous Gething. A substi- 
tute test Wolverine well, approximate- 
ly five miles northwest, is now drill- 
ing at a depth of 8,500 feet, toward 
a total depth of 12,600 in the Half- 
way. The company has a 40 percent 
working interest in the well and the 
option to earn a 15 percent working 
interest in approximately 85,000 per- 
mit acres by drilling to target depth 
and electing to drill additional wells. 


The Grizzly a-3-A, drilled during 
1973, encountered both the Nikanas- 
sin and Halfway sands, but there was 
insufficient permeability and fractur- 
ing to yield hydrocarbons. The well 
did satisfy land commitments and 
earned extensive land holdings. 


Quasar’s southernmost test in the 
area, Ojay, is located twenty miles 
southeast of the main Grizzly Valley 
gas field. The well is currently drill- 
ing at 6,300 feet. Objective horizons 
are the Nikanassin at 7,400 feet, the 
Baldonnel at 11,000 feet and the 
Halfway at 12,000 feet. The com- 
pany has a 40 percent net working 
interest in the well and will earn 20 
percent net working interest in 
18,475 acres. 


(Below Right) Stratigraphy of Quasar’s Al- 
berta fields. 


(Below Left) Quasar’s operational prem- 
ise — search for hydrocarbons in remote 
areas, often at great depths and deep strata 
where risk-to-gain ratios are highest — 
demonstrated by fog and snow shrouded 
Oetco No. 1 drilling northwest of Grizzly 
Valley. 
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Some 50 miles northwest of the orig- 
inal Quasar discovery well, Oetco was 
spudded in late December 1973. The 
well is drilling at 11,000 feet in the 
Nikanassin and has encountered no 
commercial gas to date. Major ob- 
jectives are the Baldonnel at 12,000 
feet and the Halfway at 14,000 feet. 
Oetco is the most northwesterly well 
drilled on the Grizzly trend by Quasar. 
The company has a 40 percent net 
working interest in the well and will 
earn a 20 percent net working interest 
in 36,260 acres. 


Approximately 36 miles north of 
Quasar’s Grizzly discovery well, the 
company recently began drilling a 
well designated Bullmoose. Its main 
objectives are the Nikanassin, Bal- 
donnel and Halfway zones, and the 
well is targeted for total depth in the 
Halfway at approximately 14,000 
feet. The company has a 40 percent 
net working interest in the well and 


can earn up to a 16 percent net work- 
ing interest in 59,914 acres. 


One other well in which Quasar holds 
an interest in Grizzly Valley is the 
Kerr-McGee operated a-49-H well. 
The well is currently drilling below 
9,000 feet and as parties participat- 
ing in the well have agreed to hold in- 
formation confidential, no informa- 
tion can be given in respect to this 
well at this time. 


We anticipate the British Columbia 
Petroleum Corporation, a new Crown 
Corporation, and Alberta and South- 
ern Gas Co. Ltd., [to whom the com- 
pany’s Grizzly Valley gas has been 
dedicated] will be discussing the 
marketing of Grizzly Valley reserves. 
It is anticipated that construction of 
pipelines to transport our natural gas 
to market to relieve shortages being 
experienced in British Columbia will 
commence at an early date. The com- 
pany and its other participants have 
received $5,121,000 to date in ad- 
vance payments from Alberta and 
Southern, and can receive up to 
$11,380,000 as additional reserves 
are proven. 


(Below Right) Quasar Petroleum Ltd. is 
part Owner of a new gas processing plant 
under construction at South Sylvan Lake, 
Alberta. The plant will go on stream during 
the second quarter of 1974. 


In 1974, the company plans to con- 
tinue its exploration program and ex- 
tend its operations in the Grizzly Val- 
ley area, 


As the present price of natural gas 
increases, and the policies of govern- 
ment stabilize, Quasar Petroleum Ltd. 
plans to expand its exploration opera- 
tions north into the Yukon and North- 
west Territories. 


The Rocky Mountain Foothills of Al- 
berta is another area in which Quasar 
Petroleum Ltd. believes large re- 
serves of natural gas may be discov- 
ered. In this relatively unexplored 
region, Quasar has participated in the 
drilling of a total of five wells. 


During 1973 we drilled five wells in 
the Peace River Arch area. Four were 
plugged and abandoned, one was 
completed as a gas well. Designated 
Philcan 10-32, the well was com- 
pleted in the Gething zone and flowed 
on drill stem test at 2 million cubic 
feet of natural gas per day. 


In Northern Alberta, four wells were 
drilled to test the Beaverhill Lake 
formation. One designated the Huile 
8-15 was completed and produces 55 
barrels of oil per day. A second Huile 
well was drilled, plugged and aban- 
doned. A third well, designated 
Christmas 6-18 was completed in the 
Viking sand and flowed on drill stem 
test at approximately 6 million cubic 
feet of gas per day. The well is shut-in, 
but an early market for the gas Is an- 
ticipated and future development 
drilling is planned. One offset well has 
been completed, and this well ap- 
pears to be similar in all respects to 
the discovery well. 


In Central Alberta emphasis will con- 
tinue on the Sylvan Lake-Medicine 
River area, where the company has 
been successful. 
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Development And Production 
Quasar Petroleum Ltd. has continued 
development drilling in Alberta dur- 
ing 1973. Both natural gas and oil 
wells are contributing to the com- 
pany’s growing net proved reserves 
and estimated future net revenues. 


The Simonette gas plant, built in 
1972 by Quasar approximately 130 
miles northwest of Edmonton, proc- 
esses gas ata rate of 2.2 million gross 


cubic feet per day, in which the com- 
pany has a net interest of 1.1 million 
cubic feet per day. Quasar and its 
partners own a /O percent interest in 
the Simonette gas plant. 


The West Medicine River discovery 
well in 1972 encountered two pro- 
ducing horizons. Natural gas was 
tested from the Ostracod zone at a 
rate of 3.3 million cubic feet per 
day with condensate, on drill stem 
test and the well was completed as 
a Glauconitic well at 160 barrels per 
day. The company owns a 20 percent 
net working interest in this well. Dur- 
ing 1973 a successful Glauconitic oil 
well was drilled in the area, which 
produces 150 barrels of oil per day 
and indicated commercial quantities 
of gas in the Ostracod zone. The com- 
pany owns a 10 percent net working 
interest in this well and any addition- 
al wells to be drilled on this prospect. 


These wells are currently on produc- 
tion at the full allowable rate of 2500 
barrels per month. The company 
plans two more wells in this area in 
1974. 


Approximately five miles east of West 
Medicine River, Quasar drilled a suc- 
cessful Pekisko oil well which is ca- 
pable of producing at full allowable 
recovery of 2800 barrels per month. 
Additional development drilling is 
contemplated pending provincial 
Spacing rulings. 


The company presently operates 
seven producing oil wells in the Syl- 
van Lake Viking A field. 


Production from these wells totals 
150 barrels per day. During 1973 
one well was drilled and completed 
as a maximum allowable Viking oil 
well. When gas conservation goes into 
effect in late 1974, production of all 
wells will increase. 


During the second quarter of 1974 
the newly constructed South Sylvan 
Lake gas plant will come on stream to 
process the sweet gas from the com- 
pany’s three wells at an initial rate of 
880,000 net cubic feet per day. This 
rate should double in October, 1974. 
Two of these wells are dual comple- 
tions and produce gas from the Elkton 
and the Pekisko formations. Quasar 
has an approximate 25 percent net 
working interest in the South Sylvan 
Lake plant which will initially process 
10 million cubic feet per day, yield- 
ing 130 barrels per day of conden- 
sate and 200 barrels per day of LPG. 
This rate should also double in Octo- 
ber, 1974. 
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Considerable reserves of gas from 
four wells in the company’s Provost 
Field in southeastern Alberta are 
presently shut in, but will be expected 
to go on stream at an early date. The 
wells drilled in 1973 completed de- 
velopment of this pool. The com- 
pany has an approximate 24 percent 
net working interest in these wells. 


During 1973, a discovery was made 
at Rainbow. The well, Black Rain 
6-24, which encountered oil in the 
Keg River Devonian Reef, is flowing 
at its allowable of 190 barrels per 
day. 


TOTAL PROVED OIL RESERVES 


(THOUSAND BARRELS) 


1000 
900 
800 


TOTAL PROVED GAS RESERVES 


(BILLIONS OF CUBIC FEET)____ 499 


700 
600 - 
500 


This area is characterized by prolific 
pinnacle reef reservoirs of relatively 
Small areal extent, which manage- 
ment believes can be adequately 
drained by single wells. 


The Drumheller discovery — well, 
drilled in 1971, continues to produce 
100 barrels of oil per day. In 1973, 
Quasar drilled and completed a 
second oil well, designated Drum W 
10 - 33, in the Nisku formation. This 
well is capable of producing 70 bar- 
rels of oil per day. 


FUTURE NET PROVED 
PRODUCTION REVENUES 


THOUSANDS OF DOLLARS__$49 


a5 


1972 


DECEMBER 31 


In early 1973, the company entered 
into negotiations with Pan-Alberta 
Gas, Ltd. which would have utilized 
gas from nine of Quasar’s shut-in 
wells located at the Samson, Erskine, 
Redwater, Hespero and Medicine 
River Prospects in Alberta. Because 
of Pan-Alberta’s inability to get timely 
export approval for its products, the 
company has allowed the contract 
with them to expire. However, Quasar 
is presently negotiating with other 
gas purchasers for the sale of this 
gas, and anticipates having these 
wells on stream in late 1974 or early 
1975. The gas from these wells re- 
mains shut in. The company’s net in- 
terest is approximately 30 percent. 


We are presently negotiating for the 
sale of our Gilby gas and anticipate a 
price of 52.5 cents per thousand 
cubic feet, under a solution gas con- 
tract. 


FUTURE NET PROVE 
_ PRODUCTION REVEN 


Glossary of Terms 


Administrative expense: Corporate 
overhead, including administrative 
and geological salaries. The Com- 
pany does not assign overhead to ex- 
ploration prospects. 


Completed well: A well capable of pro- 
ducing oil or gas; or a well drilled to 
such depth that oil or gas is not likely 
to be encountered; or a dry hole. 


Deep well: A well drilled to a depth be- 
tween 13,000 feet and 20,000 feet. 


Estimated reserves: The amount of oil 
or gas which is estimated to remain 
underground, based upon prelimi- 
nary testing, and prior to delineation 
of the entire field discovered. All the 
Company’s estimated reserves are 
based upon independent engineering 
evaluations. 


Exploration expense: Costs incurred 
in connection with the acquisition 
and/or evaluation of prospects that 
are subsequently determined not to 
justify drilling. 


Exploratory success ratio: A percent- 
age reflecting the number of explora- 


tory (wildcat) wells drilled which dis- 
covered commercial oil or gas, in re- 
lation to the total number of wildcats 
drilled. 

Future net revenues: Projections 
made by independent engineers of 
future cash flow from oil and gas 
sales, after deduction of operating 
costs. Prices used are based upon 
contract provisions for natural gas 
sales and annual escalation of oil 
prices up to $10.00 per barrel. 
Hydrocarbons: Oil, 
natural gas. 


condensate, or 


Intangible costs: All expenditures in- 
cident to and necessary for the drill- 
ing of oil or gas wells and the prep- 
aration of wells for production. In 
general, these are expenditures for 
items which, in themselves, do not 
have a Salvage value — as defined by 
the Internal Revenue Service. 


Joint venture: Exploration and de- 
velopment activities conducted by 
the Quasar companies in participa- 
tion with public limited partnerships 
formed and managed by Can-Am. 


Prospect: A block of land in which 
drilling rights have been accumu- 


_ ExploratorySuccessRatio — 
oo “Company: | — 
Geode 28.6% 27.9% 
Industry: - 
ee ,rrO—SSC _ *NA 20.2% 
a *Industry exploratory success rati ot available for 1973 a 
Production & Reserves © 
— 1973 1972 
Oil and Condensate Production 
the 46,900 37,700 
Gas Production (MCF)... 193,300 135,000 
Oil and Condensate Reserves 
2. 851,500 | 780,000 
Gas Resemes (ICE) 80,800,000 56,700,000 
NUMBER OF EMPLOYEES 18 | 12 
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lated, deemed by engineering, ge- 
ological and geophysical evaluations, 
economic and other data to be at- 
tractive for prospecting for oil or gas. 


Proved reserves: The estimated quan- 
tities of oil or gas which, through 
testing, have been proven to exist 
underground after the delineation of 
a discovered field. 


Reserves: The estimated quantity of 
oil or gas which remains underground 
to be used or sold. 


Revenues: Gross receipts or receiv- 
ables from sales before the deduction 
of related costs. 


Shut-in well: A well with proven re- 
serves which are ready for but not 
on production until the means of 
transportation of the product is 
available (usually until the construc- 
tion of a pipeline in close proximity 
to the well). 


Tangible costs: Costs of materials as- 
sociated with the drilling and/or op- 
eration of a well which, by their physi- 
cal nature, have a salvage value. 
These include, but are not limited to, 
casing, tubing, pipe, tanks, boilers 
and engines. 


1971 1970 
177% 29.2% 
16.5% 14.1% 

1971 1970 

19,200 1,000 

524,000 -- 
8,800,000 . 
11 9 
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Our Employees 
A Vital Resource 


The continuing success of Quasar 
Petroleum Ltd. directly relates to the 
vigorous efforts of our staff, whose 
experience and dedication establish 
our future growth. 


During 1973, key members were 
added to our headquarters team, our 
engineering and geological staffs. 
Quasar Petroleum Ltd. employees 
are among the most experienced in 
Canada. 


As we enter 1974 our staff includes: 


BOBBY F. ABERNATHY, executive 
vice president, a petroleum engineer, 
has worked in the oil and gas indus- 
try since 1955, and served seventeen 
years with a major oil company in 
Canada and the United States. 


SS 


SSS 


William M. Bogert 
Fcul re Rae oe 


WILLIAM M. BOGERT, vice president 
— operations, has worked in the oil 
and gas industry for twenty-five years 
for major oil companies in Canada 
and the United States. His supervi- 
sory experience has been principally 
remote drilling in the Rocky Moun- 
tain Foothills. 


JAMES G. BONSALL, chief en- 
gineer, has worked in the oil and gas 
industry since 1954. His experience 
includes gas processing as well as 
drilling and completion operations. 
He held supervisory positions with a 
major oil company for fifteen years. 
Bonsall was born in Toronto, Ontario. 


J. KENNETH GROVE, vice president 
— land, a new member of the Quasar 
team, has worked in the oil and gas 
industry in western Canada since 
1956. He served as assistant divi- 
sion landman for a major oil company 
in Canada, and was director and gen- 
eral manager for a Canadian oil and 
gas firm prior to joining Quasar Pe- 
troleum Ltd. in October 1973. Grove 
attended the Royal Military College 
at Kingston and was born in Edmon- 
ton, Alberta. 


ROBERT HOVDEBO, frontier geol- 
ogist, has extensive experience in 
surface and subsurface geology in 
the Alberta and British Columbia 
foothills region as well as in the Yukon 
and Northwest Territories. He has 
worked in the oil and gas industry 
since 1955. Hovdebo was born in 
Kinistino, Saskatchewan and received 
a Master of Science degree in geology 
from the University of Saskatchewan. 


James Garner Bonsall William M. Boge 


Robert Hovdebo Stewart Hobbs Denis Bacon 


DENIS BACON, chief exploration ge- 
ologist, has eighteen years of experi- 
ence with both major and indepen- 
dent oil companies in the Western 
Canadian Sedimentary Basin. His 
extensive experience in the foothills 
region of Eastern British Columbia 
and in the subsurface of Alberta and 
Northeastern British Columbia give 
him a thorough knowledge in Qua- 
sar’s primary fields of interest. Bacon 
was born in Calgary, Alberta and 
graduated from the University of 
British Columbia with a Bachelor of 
Science degree. 


STEWART HOBBS, chief exploitation 
geologist, has worked in the oil and 
gas industry since 1955 for both 
major and independent oil compan- 
ies. His specialty is central Alberta 
oil and gas geology. Hobbs was born 
in Deloraine, Manitoba and graduated 
from the University of Manitoba with 
a Bachelor of Science degree in ge- 


ology. 


Lew Wiegel 


Peter Klein, Jr. 


PETER KLEIN, JR., administrative 
Supervisor, another new member of 
the Quasar management team added 
to our staff in 1973, brings to our 
company seven years of experience 
in accounting and administration in 
the Western Canadian oil industry. 
Klein attended Mount Royal College in 
Calgary. 


LEW WIEGEL, operations adminis- 


trator, joined Quasar in early 1974. 


He has been employed in the oil and 
gas industry since 1956. At Quasar 
he supervises cost and equipment 
control for the drilling of wells. Wiegel 
was born in Waldheim, Saskatchewan. 


Harold R. Hegland 


Mrs. Anne Hockey 


HAROLD R. HEGLAND, landman, also 
joined Quasar in 1973. A graduate of 
Cornell University in New York, he 
holds his Bachelor of Science degree 
in Business Administration and pur- 
sued graduate studies at the Univer- 
sity of Oregon. Hegland has over four 
years experience with a major oil 
company. He Is primarily responsible 
for land administration, land records 
and contracts. Hegland was born in 
Lethbridge, Alberta. 


MRS. ANNE HOCKEY, assistant cor- 
porate secretary, Is also responsible 
for shareholder relations, and has 
more than ten years experience in the 
Canadian oil industry. She was born 
in Calgary, Alberta, and attended 
Mount Royal College in Calgary. 


J. Kenneth Grove 


Summary O 
Significant Accounting Policies 


The Company is an 80.7% owned subsidiary of American Quasar Petroleum Co. (“American Quasar’), a Texas 
corporation. 


Acquisition costs of undeveloped properties and related geophysical costs are capitalized. Such costs assso- 
ciated with productive properties are depleted on a lease by lease unit of production method based on esti- 
mated recoverable reserves of oil and gas. The costs associated with properties which are drilled and aban- 
doned are borne by the limited partnerships, while 40% of the costs associated with abandoned properties 
which are not drilled are charged to operations and 60% are charged to the limited partnerships. 


Productive properties are evaluated periodically on a group basis, and any excess of unrecovered costs, in- 
cluding equipment, of such properties over estimated future net revenues is reflected in operations. A group 
consists of the Company’s proportionate ownership of all joint venture properties with a particular limited 
partnership. Well equipment and gathering facilities are amortized on a straight line basis over the lesser of 
their estimated useful lives or the remaining life of the related property (12 to 30 years). Unrecovered costs 
of productive properties are charged to operations at the time they are determined to be uneconomical. 


Loss per common share for 1973 and 1972 is based on the weighted average of shares outstanding during 


Quasar Petroleum Ltd. 


Statements Of 
Operations And Deficit 


Quasar Petroleum Ltd 


Balance Sheets 


Quasar Petroleum Ltd 


Statements Of 


Changes In Financial Position 


Unless pec feally cee from liability the Company 
and Can Am, as general partners, are jointly and several- 
ly liable for all indebtedness of the limited partnerships 

in excess of the limited partnership's assets. As between 
__ the general partners, however, Can-Am is obligated to 

. satisty any such indebtedness to the extent of its assets, 


oo | The joint venture agreement with Can-Am, among other 
| things, grants limited partnerships sponsored by Can- 
_ Am the right to participate in all oil and gas prospects 
assembled by the Company. The limited partnerships 
previously formed pay certain costs deductible for 
_ United States income tax purposes and earn a 60% 
__working interest in joint venture properties while the 
Company. is committed to pay certain costs which are 
_ not deductible for United States income tax purposes 
and earns a 40% working interest in joint venture prop- 
ies. The limited partnerships are also cnarged with 
)% of the shared costs and the Company is charged 
with « 0% of the shared costs, being the costs of property 
and equipment acquired which are necessary and re- 
; ee quired for treating oil and gas production for market, 
the cost of any pipeline facilities required by a purchaser 
5 ot production, the cost of secondary recovery systems, 
the cost of offshore production and storage platforms 
and related platform and gathering facilities, and the 
; st of any additiona i leases or leasehold interests pur- 
: d by a jo ure from third parties after a well 
© a drilling prospect een drilled to a depth suf- 
ficient to indicate that such purchase would be in the 
best interests of the. joint ventures. The limited partner- 
ships’ 60% portion of shared costs is paid only out of 
artnership revenues or partnership borrowings ee 
revenues. The limited partnerships also bear 6 
mpa m S ever eed: allocable to the a ee 


“EVENT. (UNAUDITED) SUBSEQUENT TO DATE 
OF REPORT OF INDEPENDENT ACCOUNTANTS 


May 1974, a preliminary prospectus was filed with 
the Securities and Exchange Commission which in- 
Fe oe cluded a proposed amended joint venture agreement 
os is ae managing oo ee for limited ~ with Can-Am and limited partnerships to be formed in 
oS partnerships previously formed and to be formed inthe ___ the future. It is expected that the final amended agree- 
future and Lote exclusive discretion in as manage- — ment will be similar in many respects to the previous 
agreement covering limited partnerships formed through 
March 31, 1974, although the company’s participation 
- in costs and revenues may be changed. 
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Notes | — 
Financial Statements 


oe of tot vo 


1 Receivable: From ines Partoerniee Repurchase i a 


Commitment And Contingent Liabilities _ 


The Company has advanced and may continue oo oe 
vance, on behalf of the limi ted partnerships, funds for 
limited partnership drilling activities. Such advances — 


are recoverable from the limited pa oe only out of 
limited partnership assets. 


With respect to liabilities for which the oe pa ne 
were contingently liable at December 31, 1973, 


limited partnerships previously formed owed» 
$2,139,000 ($921,000 at December 31, 1972). Of such | 


amount $1,459,000 ($62, O00 at December oO]. 1972) 
was owed to the Company, $108, 000 ($514, 000 at D 
cember 31, 1972) was owed to Can-Am | and the. 


mainder was primarily owed to American Quasar and So ut ie 
its other subsidiaries. The assets of such limited part- tite 


nerships, consisting primarily of estimated future 


enues from oil and gas properties, based upon indepen- E 
dent engineering reports are ace sufficient toe assure 


repayment of such. indebtedness. 


At December 31, 1973, there were 2 oe nul : 
ber of wells which were in the process of drilling, con 


sequently the Company and the limited oe : 
have not incurred all po) ures for ee iS 


obligated. 


The Company and Can-Am are corms to repurchase : 4 
limited partnership interests, if tendered, at a price — 
based upon a formula contained in the limited. partner- _ a 2S 
ship agreement, which price is calculated by an ie 
pendent petroleum engineer and is based primarily on © 


the estimated value of the ee assets as 3 of the 


oo Date of Grant 
‘August, 1972 
_ October, 1973 
- ee 1973 . e 


Company to caehy such connie. to the extent that 


it has available funds. With regard to partnerships - 
formed after December 31, 1973 the maximum aggre- 
Bate amount of such commitinent wil be equal to 107 
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CONSOLIDATED STATEMENT OF CHANGES 
IN FINANCIAL POSITION 


FINANCIAL RESOURCES 
WERE PROVIDED BY: 


Proceeds from issue of 
share capital-net......... 


Collection of loans 
made to parent........... 


FINANCIAL RESOURCES 
WERE USED FOR: 
Working capital applied 
to operations 
Net loss for period ....... 


Less depreciation, 
depletion, exploration 
costs and other charges 
not affecting working 
Capitallbeenantce ascii - 


Working capital applied 
KOBODEeHALIONS sree... ae 
Leaseholds and equipment.. 


Increase in 
noncurrent receivables.... 


Purchase of other assets.... 


INCREASE (DECREASE) IN 
WORKING CAPITAL 
BURINGRPERIOD js. ce 


Six Months Ended 
June 30,1973 June 30, 1972 


$ 136,000 $ 2,157,000 


— 173,000 
— 8,000 
136,000 2,338,000 


191,000 136,000 


105,000 66,000 


86,000 70,000 
2,029,000 413,000 


426,000 — 
70,000 19,000 


2,611,000 502,000 


$ (2,475,000) $ 1,836,000 


CONSOLIDATED STATEMENT OF OPERATIONS 


REVENUES 
@ilzand: gas SaleS 32... .2.<.: 


Interest and other income... 


EXPENSES 
Production, operating and 
exploration costs ......... 


Administrative and 
Geologicalibascecrtinas ass 


Depreciation, depletion 
and amortization.......... 


ITO LeS tm etestc cts: ae yin tic 


NETBROS Sia ciariemtiaeticic oh ss 


Six Months Ended 
June 30,1973 June 30, 1972 


$ 65,000 $ 42,000 


31,000 — 
96,000 42,000 
71,000 45,000 
116,000 67,000 
77,000 66,000 

23,000 — 


287,000 «178,000 


$ 191,000 $ 136,000 


These statements are subject to final adjustment and audit at the year end. 


SEMI-ANNUAL 


Ren OKT 


Oy SitAREHOLDERS 


FOR THE SIX MONTHS ENDED 


poe, 30, 1973 


QUASAR PETROLEUM LTD. 


TO OUR SHAREHOLDERS 


This brief report is intended to bring you up to date and 
advise you of the Company’s proposed activities for the 
remainder of 1973. 


GRIZZLY VALLEY 


Drilling operations at Grizzly Valley in British Columbia 
are continuing at an accelerated pace. The Flatbed well is 
drilling at 11,300 feet, the Wolverine well is drilling at 9,100 
feet and a new well designated South Grizzly is scheduled 
to be spudded in early September. Two additional wells 
are planned for later this year. 


The Grizzly A-2 well has been drilled to a total depth of 
17,243 feet into formations of Mississippian age. Casing 
has been run and testing has commenced. The well has 
excellent potential of significant gas production from 
several horizons. Definitive results will be released later 
this year when production testing is completed. 


EXPLORATION AND DRILLING 


In order to provide the best possible opportunity to 
locate large reserves of oil and gas the Company must 
participate in diversified and costly drilling activities. By 
participating, through joint ventures with public drilling 
funds sponsored by Canadian-American Resources Fund. 
Inc., a U.S. affiliate, the Company has been able to parti- 
cipate and manage a far larger drilling and exploration 
program than it would have if it were dependent upon its 
own assets. 


By expanding our geological and operations staff in 
Calgary we have developed more drilling prospects and 
have the ability to supervise more drilling operations than 
ever before. In 1973 we plan to direct and manage a 
drilling and exploration program in excess of $15,000,000. 
This program is the largest in the Company’s history and 
could exceed all prior years combined. In this year’s 
program we have already established new oil production 
at Black Rain in Northwestern Alberta and at West 
Drumheller in Central Alberta. Several wells are drilling on 
other prospects and we anticipate spudding several more 
shortly. Development operations on several prospects in- 
cluded in prior years’ programs are scheduled to com- 
mence this fall. 


OTHER 


The shares of the Company were listed for trading on 
the Toronto Stock Exchange (Symbol QRPT) on May 28, 
1973 and application for listing of such shares on the Van- 
couver Stock Exchange is now being made. 


The Company has entered into an agreement to acquire 
all of the outstanding shares of Blue River Saw Mills, Ltd., 
a British Columbia corporation. Blue River will be utilized 
for development of natural energy resources in British 
Columbia. The agreement provides that the Company will 


’ sissue a number of its shares to the Blue River shareholders 


in exchange for all of the shares of Blue River. The number 
of shares to be issued will be determined by dividing the 
value of the net assets of Blue River at the closing date by 
the higher of the average closing price of the Company’s 
shares on the Toronto Stock Exchange during the month 
of October, 1973, or $10.00 per share. It is estimated that 
Blue River’s net assets will have a value of approximately 
$1.5 million to $1.7 million. Completion of the transaction is 
subject to obtaining certain tax rulings and regulatory con- 


sents and approvals. 


President 


Calgary, Alberta 
August 28, 1973 


